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General Cinema Corporation is a leader 
in two growth industries. The Beverage 
Division is an important independent 
bottler of soft drinks and the Theatre 
Division is a major exhibitor of motion 
pictures. 


Shareholder Information 
Stockholder Correspondence 
General inquiries about the Company, 
its direction and results, along with 
requests for published financial informa¬ 
tion, should be made to the Corporate 
Financial Relations Department, 

General Cinema Corporation, Box 1000, 
Chestnut Hill, MA 02167,617-232-8200. 

For assistance on address changes, 
consolidation of multiple holdings, 
dividend payments or related 
matters, please contact the Transfer 
Agent. 

The Automatic Dividend Reinvestment 
and Cash Stock Purchase Plan is sum¬ 
marized in the Dividend Policy section of 
this report. For further information, please 
write to: General Cinema Corporation, 
c/o The First National Bank of Boston, 
Automatic Dividend Reinvestment Plan, 
Post Office Box 1681, Boston, MA 02105. 


Transfer Agent and Registrar 

The First National Bank of Boston 
Post Office Box 644, Boston, MA 02101 

Stock Listing 

The New York Stock Exchange 
Ticker Symbol GCN 

10-K Available 

Securities and Exchange Commission 
Form 10-K is available upon written 
request to the Corporate Financial 
Relations Department of the Company. 

Annual Meeting 

Annual Meeting of Stockholders, 

Friday, March 10,1978, at 10:00 a.m. 

The First National Bank of Boston, 

100 Federal St., Boston, Massachusetts 
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Financial Highlights 

Years ended October 31, 

1977 

1976 

Percent 

Change 


General Cinema Corporation 
and Subsidiaries 






(Dollar amounts in thousands except Per Share Data ) 

Revenues . 

$465,066 

$365,315 

27.3% 



Operating Earnings. 

Percent to Revenue . 

$ 46,554 

$ 37,921 
10.4% 

22.8% 



Net Earnings. 

Percent to Revenue . 

$ 20,230 
4.3% 

$ 17,055 
4.7% 

18.6% 



Total Assets. 

$258,372 

$201,611 

28.2% 



Shareholders’ Equity. 

$112,442 

$ 99,489 

13.0% 



Number of Shares Outstanding. 

(Weighted average number of shares 
and common share equivalents.) 

5,562,719 

5,603,415 

(0.7%) 



Per Share Data: 

Net Earnings. 

Dividends. 

Book Value. 

$ 3.64 

$ .730 

$ 20.32 

$ 3.04 

$ .575 

$ 18.02 

19.7% 

27.0% 

12.8% 



Number of Employees . 

11,016 

9,739 

13.1% 



Number of Shareholders . 

3,128 

3,448 

(9.3%) 
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President’s Letter 


Dear Shareholder: 



Jaiscal 1977 was the sixteenth 
year of the past seventeen in which 
General Cinema reported record earn¬ 
ings. Net income was $20.2 million, or 
$3.64 per share, 19.7% ahead of last 
year's record levels. Revenues increased 
27.3% from the prior year to $465.1 mil¬ 
lion. A review of the last five years indi¬ 
cates that General Cinema’s earnings 
per share have increased at an 18.2% 
annual compound rate, while revenues 
have increased at a 13.7% rate over the 
same period. These results confirm our 
conviction that General Cinema’s busi¬ 
nesses are, to a large degree, independ¬ 
ent of cyclical effects in the domestic 
economic environment. They continue 
to demonstrate their ability to generate 
the increased earnings and predictable 
cash flow needed to provide the required 
resources to extend this record into 
the 1980’s. 

As predicted at the Shareholders Meet¬ 
ing last spring, both major operating 
divisions reported revenues in excess of 
$200 million. The Beverage Division 
marked its tenth anniversary by con¬ 
tributing 51.7% of total corporate rev¬ 
enues and 64.3% of the operating profit 
and is the Company's largest and most 
profitable division. More importantly, its 
health and efficiency, as measured by 
return on investment, operating margins 
and market share growth, improved sig¬ 
nificantly. (A graphical display of the 
Beverage Division’s ten years of progress 
appears on page 9 of this report.) 


Theatre Division profits also improved 
over last year, although non-operating 
charges associated with the disposition 
of most or our older, non-shopping 
center units reduced these results. 
Operating profits before these 
charges were up substantially from the 
prior year and approached the record 
levels attained in 1975. The elimination 
of these losing units will contribute to 
the Theatre Division’s profitability in the 
future. We were encouraged by the 
better quality and increased availability 
of film product, and our optimism for the 
current year is bolstered by interim re¬ 
sults since the end of the past fiscal year. 

I hope you will take the time to review 
the details of the operating results re¬ 
ported by General Cinema’s two major 
operating divisions, as well as those of 
the Company’s other activities, which are 
presented and explained elsewhere in 
this report. 

This year, departing from my past prac¬ 
tice of highlighting and summarizing the 
Company's results, I am going to discuss 
management’s strategy, operating 
philosophy and objectives, so that you 
can better understand our decisions and 
evaluate our results. 

Our principal objective is in consonance 
with the classical economic role of an 
“enterprise”—to create and maximize 
value for its equity shareholders. In the 
1976 list of FORTUNE 500 industrials, 
General Cinema's ten-year total return 
to stockholders was 22.1 %. General 
Cinema ranked fourteenth in this cate¬ 
gory among the 500 largest industrial 
companies in the United States; thus 
indicating that we have more than met 
our principal objective. 
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We have characterized and sought to 
manage General Cinema as a “growth 
company.” Since the 1960’s, a growth 
company has often been defined as one 
which is able to sustain an above-aver¬ 
age annual compound rate of growth in 
earnings per share. Over the last ten 
years our earnings per share have grown 
at a 14.4% annual compound rate, and 
over the last five years at an IS.2% rate. 
Coincidentally, we have attempted to 
maximize the return on shareholders' 
equity. During the same ten-year period, 
we have generated a 20.2% average 
return on our shareholders’ equity, and 
over the last five years this return has 
averaged 17.3%. 

While growing at a superior rate, we 
have consistently shared a portion of our 
earnings with our Shareholders. Divi¬ 
dends are a current cash return to share¬ 
holders on their investment, which we 
believe removes some of the market risk 
to which they would otherwise be ex¬ 
posed if total return depended solely on 
the stock market. Over the last ten years, 
General Cinema’s annual dividend pay¬ 
ments have increased more than 450%, 
an 18.8% annual compound rate, ad¬ 
justed for stock splits and stock divi¬ 
dend payments. For the last five years 
they have increased at a 16.5% annual 
rate. It is our hope that increasing divi¬ 
dend payments will support General 
Cinema’s common share value and en¬ 
able our Shareholders to continue to 
participate in our growth, regardless of 
the vagaries of the marketplace. Last 
year, in response to the investment en¬ 
vironment, we decided to define this 
policy for our Shareholders in the Annual 
Report. This year, we have published a 
restatement of that policy on page 15 of 
this report. In addition, we have initiated 
a Dividend Reinvestment and Cash 
Stock Purchase Plan, so that those 



Shareholders who do not need current 
income can reinvest in General Cinema 
at no additional expense. 

Our Corporate record has been achieved 
because General Cinema is an import¬ 
ant participant in two major leisure- 
oriented industries that bring relatively 
inexpensive pleasure and satisfaction to 
the public. We operate from a protected 
base of exclusivity through unique loca¬ 
tions in regional shopping centers and 
exclusive and perpetual beverage fran¬ 
chises. Both of General Cinema’s prin¬ 
cipal businesses remain basically 
unregulated and unaffected by the busi¬ 
ness cycle. Both have strong and stable 
cash flows and do not require external 
capital to support their internal growth. 
Importantly, the Theatre Division’s ex¬ 
pansion requires a minimum of corpo¬ 
rate capital. For these reasons, General 
Cinema’s capital structure can prudently 
suppoit a larger amount of debt than 
more traditional industrial companies, 
and the excess cash flow of the Theatre 
Division can be used to fund the Bever¬ 
age Division’s capital requirements for 
external growth. The ability to utilize 
financial leverage has enabled the Com¬ 
pany consistently to generate an above- 
average return on shareholders’ equity 
and to minimize dilution. Thus, our busi¬ 
nesses are not only financially unique, 
they are also complementary. 


We are optimistic that our existing busi¬ 
nesses can continue to maintain a 15% 
average annual rate of earnings growth 
into the mid-1980’s. To accomplish this, 
however, we must concentrate on long- 
range planning in order to address prob¬ 
lems—particularly those in their embry¬ 
onic stage. We must formulate business 
plans that will minimize their potential 
adverse effects and even convert them 
into competitive business opportunities, 
as the solution to business problems is 
often the creation of a potentially profit¬ 
able related activity. For example, we 
anticipated the dearth of popular films 
which adversely affected our theatre op¬ 
erations in 1976. Therefore, we entered 
into a film financing joint venture with a 
British partner. This activity was respon¬ 
sible for the release of six additional 
films during fiscal 1977. Although their 
performance at the box office was disap¬ 
pointing, we succeeded in augmenting 
the supply of major motion pictures, 
helped to provide the financial resources 
to accelerate the development of an¬ 
other important film supplier for the 
industry and gained valuable in-house 
knowledge of film production. This was 
accomplished with a minimum of finan¬ 
cial exposure and has positioned Gen¬ 
eral Cinema so that it can now partici¬ 
pate more actively in him financing, using 
its own internal management resources. 
At this juncture, we have elected to sell 
our interest in Associated General Films 
in order to achieve the flexibility to 
proceed with other partners on aproject- 
by-project basis. Although we will con¬ 
tinue this activity in such a manner as to 
minimize General Cinema’s financial 
exposure, we believe we now have the 
capability of generating a meaningful 
return from our efforts, in addition to 
attaining our primary goal of alleviating 
the industry's product shortage. 
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The Beverage Division will continue its 
growth through improved efficiency, the 
exploitation of its existing markets via 
new packaging, marketing and distribu¬ 
tion techniques, franchise acquisitions 
and new product development. As re¬ 
ported during the year, we entered into 
an agreement to market, as a franchisor, 
a brand of soft drinks under the Sunkist ? 
name. This activity is presently in the 
developmental stage. However, it could 
evolve into a significant new area of 
growth in the future. Importantly, the 
terms of the agreement are such that our 
involvement in the project exposes Gen¬ 
eral Cinema to a minimum of risk, which 
we believe could be more than offset 
by the possible rewards. 

The growth of General Cinema’s Miami 
television station in revenue and profit 
continues. It also appears that the in¬ 
vestments in radio broadcasting stations 
will be a source of future earnings. We 
are actively seeking other attractive 
opportunities in this area. 

We are confident that our present activi¬ 
ties can continue to grow at an average 
annual rate of 15% for at least the next 
five years. However, an annua! com¬ 
pound growth rate of 15% doubles earn¬ 
ings every five years. Therefore, in order 
to generate the large absolute earnings 
gains necessary to continue this rate of 
growth beyond the mid-1980’s, we have 
undertaken to identify and acquire an¬ 
other major operating division that will 
increase the likelihood of meeting this 
goal. Ideally the candidate will have 
many of the characteristics of our exist¬ 
ing businesses. It will be consumer- 
leisure-oriented, have a strong and 
proven management team, and be un¬ 
derstandable to our existing manage¬ 


ment and the investment community. 

We do not intend to change the com¬ 
plexion and characteristics of General 
Cinema dramatically as a result of this 
effort. 

In order to accomplish this objective 
and to facilitate the continued develop¬ 
ment of existing and related activities, 
during fiscal 1977 we added to the finan¬ 
cial resources of the Company by sell¬ 
ing $40 million of 8% % long-term 
Senior Notes to institutional lenders. We 
estimate that these funds, together with 
our strong cash flow and bank lines, will 
provide the financial resources to con¬ 
summate a meaningful acquisition within 
the next year ortwo. Since our purpose 
in seeking an acquisition is to supple¬ 
ment earnings in the 1980’s, and be¬ 
cause of the rigorous criteria we have 
established, we are prepared to sacrifice 
an immediate incremental earnings con¬ 
tribution if we are convinced that the 
future earnings potential of the acquired 
activity is real and significant. This is in 
no way inconsistent with our previous 
strategy. When we entered the broad¬ 
casting business we suffered dilution 
due to financing charges and develop¬ 
mental expenses. When we began to 
participate in film financing we experi¬ 
enced extra financing charges and ab¬ 
sorbed some losses on the productions 
that were released. This year we will 
absorb the developmental expenses 
associated with ourSunkist" licensing 
agreement. In spite of these extra 
charges, we have reported a substan¬ 
tia! increase in earnings in all but one 
year, and we have always maintained or 
increased our dividend payments. 

I hope that you now have a better idea 
of your Company’s business strategy 
and the dnection in which it is headed. 
We believe our goals are realistic, and 
that we have the managerial and finan¬ 
cial resources to accomplish them. 


In April, our Shareholders elected three 
new Directors to the Company’s Board. 
Management is particularly pleased to 
welcome Abram Collier, Chairman of the 
Board of New England Mutual Life Insur¬ 
ance Company; Herbert G. Paige, and 
Herbert J. Hurwitz, both Senior Vice 
Presidents of General Cinema Corpora¬ 
tion. 

i would also like to express my apprecia¬ 
tion to Edward E. Lane, who will not 
stand for reelection to the Company’s 
Board in 1978. We were indeed privi¬ 
leged to enjoy a long professional as¬ 
sociation with Mr. Lane. The benefits of 
his loyalty, devotion and sound business 
judgment, both as chief financial officer 
and as a director, will be long lasting. 

OUTLOOK 

We are optimistic that General Cinema’s 
operating results for fiscal 1978 will 
again be at record levels, in terms of 
both revenues and earnings. 

The Beverage Division will realize a full 
year’s benefit from the developmental 
marketing expenditures made in fiscal 
1977, as well as from the Roanoke Dr 
Pepper and Washington Pepsi acquisi¬ 
tions. New packaging introductions, 
such as the 64-ounce plastic bottle, and 
the growth of secondary brands should 
contribute to the maintenance of case 
sales growth in excess of the industry 
average and reinforce the momentum 
that presently exists in the business. We 
also expect that margins will continue to 
improve as a result of operating effi- 
ciences, stable pricing, and the effective 
control of expenses. These factors, com¬ 
bined, should result in another record 
year for the Beverage Division. 
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The Corporate Strategic Planning 
Committee is General Cinema's senior 
management group concerned with 
long-range planning and corporate 
policy issues. 


The Theatre Division’s operating results 
so far in the first quarter have been at 
record levels. Although it is premature to 
predict results for the entire year, we 
are optimistic about the films to be re¬ 
leased this winter and spring. This, 
together with the addition of approxi¬ 
mately 75 new screens, and the disposi¬ 
tion of many losing units during 1977, 
leads us to expect that Theatre Division 
results will improve in 1978. 

Coral TV continues to improve and we 
see no reason why this trend should 
change. 

On behalf of Management and the Board 
of Directors, I wish to express our sin¬ 
cere appreciation to the more than 
11,000 employees of General Cinema 
who continue to make such an important 
contribution to our growth and success. 

They join me in extending to you, our 
Shareholders, our gratitude for your 
continued loyalty. We wish to convey our 
assurance that the entire management 
team is dedicated to our program of 
prudently managing General Cinema's 
corporate growth. 


Sincerely, 



Richard A. Smith 

President 


January 15,1978 
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Beverage Operations 


^f& gigsL eneral Cinema’s Beverage 
Division completed its tenth year of op¬ 
erations in 1977. The 1968 purchase of 
American Beverage Corporation formed 
the nucleus of the Division, which is 
now the nation’s largest independent 
bottler of soft drinks. The following 
graphics vividly portray the Division’s 
expansion over the past ten years. During 
this period, revenues increased 
from $17.6 million to $240.4 million in 
1977. More importantly, operating profits 
increased from $2.5 million to 
$29.9 million. At the time of acquisition, 
American Beverage Corporation oper¬ 
ated five production facilities in three 
states. Today the Beverage Division 
operates 23 production facilities and 25 
distribution centers serving 8% of the 
nation’s population in nine states and 
the District of Columbia. 


In 1977 operating results were at record 
levels. During the year, operating profits 
increased 32.6% to $29.9 million and 
revenues increased 27.2% to$240.4 mil¬ 
lion. These results include the acquisi¬ 
tion of the Roanoke and Staunton, Vir¬ 
ginia, Dr Pepper franchise on January 4, 
1977, and the purchase of Washington 
Pepsi, the nation’s seventh largest Pepsi 
bottler, on May 19,1977. 

Healthy volume growth, control of pro¬ 
motional expenses and production effi¬ 
ciencies enabled the Division to improve 
its operating margins for the fourth 
consecutive year to 12.4% compared 
to 11.9% last year. 


Principal production 
facility Pepsi-Cola 
Bottling Company of 
Washington, D C., Inc., 
the nation's seventh 
largest Pepsi franchise, 
acquired May 19,1977 


The Division's comparative case 
sales growth, excluding the two acquisi¬ 
tions, was approximately 20% greater 
than the expected 6-7% increase in 
physical volume for the soft drink indus¬ 
try as a whole, and resulted in part from 



increased unit sales of each of our 
three major national brands, Pepsi-Cola, 
7UP and Dr Pepper. For the second year 
in a row, Mountain Dew recorded sub¬ 
stantial volume increases, and our diet 
products, despite the unfavorable pub¬ 
licity on saccharin early in the year, 
achieved gains in excess of 20%. On a 
comparative basis, the market share for 
the Division’s products sold through 
food stores continues to exceed that of 
our primary competitor by a significant 
margin. 

Many of the industry trends which we 
discussed in last year’s report are 
continuing. 

First, per capita consumption continues 
to increase and accounts for as much 
as 75% of total industry growth. It is pri¬ 
marily for this reason, rather than be¬ 
cause of an increase in the number of 
consumers, that most industry analysts 
expect annual national soft drink volume 
gains of 4-5% for the intermediate 
future. For the last several years, General 
Cinema has recorded volume increases 
in excess of the industry average and 
expects to do so in the years ahead. 

Second, nationally distributed branded 
products are accounting for a larger per¬ 
centage of total soft drink industry sales. 
In 1976, the four largest selling prod¬ 
ucts accounted for 71.5% of total indus¬ 
try sales, compared to 65.5% as recently 
as 1970. General Cinema is particularly 
well positioned to take advantage of 
this trend, as it currently markets three 
out of the top four national brands, 
Pepsi-Cola, 7UP and Dr Pepper. 

Third, diet drinks, historically, have 
grown faster than sugar-based products. 
Evidence supporting consumer accept¬ 
ance and demand is the fact that growth 
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Large-size, all-plastic 
bottles were introduced 
in mosi of the Division’s 
markets in 1977. 


in diet sales was undinninished by the 
proposed Food and Drug Administration 
ban on the use of saccharin. As a result 
of consumer pressure the proposed ban 
was postponed for eighteen months to 
allow further testing. Although we can¬ 
not predict the final outcome, a saccha¬ 
rin ban should not substantially affect 
General Cinema’s beverage operations, 
as a disproportionate amount of total 
industry diet sales are private label 
brands, particularly non-colas. Our 
experience with the 1969 cyclamate ban 
leads us to expect that many consumers 
of diet products will revert to sugar- 
based products to quench their thirst. 
Moreover, each of our three major fran¬ 
chisors have developed low-calorie, 
non-saccharin substitute products. 

Fourth, innovative packaging continues 
to augment soft drink growth. General 
Cinema has become a leader in intro¬ 
ducing innovative packaging, particu¬ 
larly large-size containers. In 1977, we 
were the first independent bottler to 
introduce the all-plastic, 64-ounce and 
two-liter containers in our system. This 
package, which we exclusively offer in 
most of our markets, provides consumers 
a much lighter and more resilient pack¬ 
age and is producing significant incre¬ 
mental volume. 

Finally, there is a continuing expansion 
of the cold-drink market, as consumers 
have more leisure time and spend more 
time away from home. For several years, 
in response to this trend, we have been 
expanding our efforts in this market seg¬ 
ment to better satisfy consumer demand. 
Our ability to offer a variety of nation¬ 
ally branded products in most of our 
franchises gives the consumer more of 
a choice and has helped us in the devel¬ 
opment of this area. 

We have developed our sales and mar¬ 
keting programs to take advantage of 
these continuing trends. We are support¬ 
ing our programs with the investment 
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of capital, primarily for marketing and 
distribution equipment. In 1977, capital 
expenditures, excluding acquisitions, 
but including capitalized leases, 
amounted to $20.6 million, and are 
expected to be somewhat higher in 
fiscal 1978. 

In addition to the potential ban on the 
use of saccharin in diet soft drinks, there 
are two major issues which continue 
to present a challenge to the soft drink 
industry. Our plans have been made so 
as to minimize any negative effects and 
perhaps to take advantage of any poten¬ 
tial opportunities resulting from the 
eventual outcomes. 

The first of these issues is the trend 
towards packaging legislation being 
enacted by both states and municipali¬ 
ties. While we are opposed to restrictive 
legislation, we expect the eventual adop¬ 
tion of a national law. Accordingly, our 
marketing programs have emphasized 
the promotion of returnable packages. 
The majority of our volume is in return¬ 
able packages, substantially above the 
industry average of 37%. In states where 
such legislation has been adopted ex¬ 
perience shows that sales of nationally 
branded products have benefited, over 
a period of time, at the expense of others. 
For these reasons, we are confident that 
a proliferation of this type of legislation 
will not adversely affect our business 
and may even present the opportunity 
to improve it substantially. 

The second issue is the challenge to the 
exclusivity of beverage franchise mar¬ 
keting areas which the FTC initiated in 
1971. We were encouraged by the out¬ 
come of the GTE Sylvania case, in which 
the Supreme Court upheld the validity 
of exclusive sales territories in intra¬ 
brand competition. We are opposed to 
disruption of the franchise system but 
are geared to compete vigorously and 
expand our business in the event fran¬ 


chise boundaries are determined to 
be illegal. 

In order for us to have achieved the 
growth rates we have experienced in the 
last ten years, we had to develop the 
management skills to enable us to exploit 
the opportunities that exist in each of 
our franchises. We have developed the 
management team and techniques nec¬ 
essary to capitalize on our multi-fran¬ 
chise ownership and to achieve the 
benefits of improved operating and de¬ 
livery efficiencies, leading to improved 
production and sales volume per em¬ 
ployee and higher operating profit mar¬ 
gins. These factors have enabled us to 
achieve profitable growth across our 
complete product line. 

In summary, the soft drink industry is 
healthy, and we enter 1978 with confi¬ 
dence. The volume trends of 1977 are 
continuing in the first quarter. We will 
have the benefits of a full year’s contri¬ 
bution from the two recent acquisitions 
and the developmental marketing ex¬ 
penditures made last year. Therefore, 
in fiscal 1978, we fully expect General 
Cinema’s Beverage Division to outper¬ 
form the soft drink industry again and to 
report record revenues and operating 
earnings. 
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Beverages 



Ten Years of Progress 

The population of our beverage / 
fr nchisea sas abo 1 13 500,0 0 
>■. These areas are served tiy'23'pror 
ductioR/distributicnfaciiities.and 25 
■ additional distribution centers The 
plants lota; app> oxirrateSy 1,815,500 
square feet and have a daily capacity 
of 476,520 cases (24 eight-ounce .. 
units) fora single 8-hcur shift, equal 
to an annual capacity of about 


HHi • • i 


6 Facilities producing Pepsi-Ccla 
v products: California—1, Florida—3, 
Georgla-3, Indiana—2, Maryland-2 
North Carolina—3, Ohio—5, 


| Facilities prod'. 1 -ing Dr Pepper 
" product*: Florida—1, Georgia—3 
lndiana-2, North Carolina-3, 
Ohio~5, Virginia-3. 

West Virginia-t. 


Facilities producing 7U? products: 
FlorWa-3, Goorgia-3, Indiana—2, 
North Carolina—3, 

West Virginia—1. 


Dfsfrihutioo Centers: Florida—4, 
Georgia-^ Indians—2, maryiand—1 
North Carolina-*, Ohto~2, 
Virginia—#, 
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Greenspoint Cinema I, 

II, III, IV & V in 

enclosed Greenspoint Mall, 
located in metropolitan 
Houston, Texas 


theatre Division operations im¬ 
proved significantly in 1977. Record rev¬ 
enues of $213.8 million were up 26.9% 
reflecting a good film year augmented 
by the phenomenal success of the new 
all-time box office leader “STAR WARS.” 
Operating profits of $14.3 miliion in¬ 
creased 6.9% over the prior year, despite 
a $2.5 million write-off, discussed 
below. 

Overall attendance exceeded 73 million 
patrons and was up 20.1% over 1976, 
and comparative, attendance rose by 
10.6%. This is the thi rd year out of the 
last four in which comparative attend¬ 
ance increased by more than 7%. In 

1976, an abnormally poor film year, com¬ 
parative attendance declined. 

Estimated total theatre attendance in the 
United States rose 7.4% in calendar 

1977, adding credence to our belief that 
there is a significant demand for movies 
which provide entertainment to a broad 
segment of the population. We believe 
the growth of the movie exhibition indus¬ 
try is only constrained by the availability 
and quality of product. Given the neces¬ 
sary product, the industry and General 
Cinema's Theatre Division will continue 
to grow. 

Average admission prices rose 8.2% 
after relatively stable prices for the last 
two years. Although this increase re¬ 
sulted primarily from heavy attendance 
at several blockbuster pictures which 
played at premium prices, it also demon¬ 
strated that the exhibition industry con¬ 
tinues to have pricing flexibility because 
consumers are willing to pay higher 
prices for those pictures they really want 
to see. 

Operating 739theatres (329 units), lo¬ 
cated in 37 states and the District of 
Columbia, General Cinema continues to 


be the largest movie exhibitor in the 
world in terms of revenues and the num- 
berof screens and is, by far, the largest 
operatorof multi-screen shopping center 
theatres. We are confident about the 
future health of the movie exhibition 
industry. Our theatre business is expand¬ 
ing profitably, and we continue to add 
carefully selected new units, primarily in 
the sun belt and ether growth markets. 
We opened 81 shopping center theatres 
during fiscal 1977, including 18 new 
units consisting of 2 twins, 10 triples 
and 6 quads. We also added an addi¬ 
tional auditorium to 23 existing units. 
New theatres opened in 1977 as a group 
contributed significantly to operating 
profits. We closed or otherwise dis¬ 
posed of 17 theatres, constituting the 
majority of our previously acquired non¬ 
shopping center units which have been 
losing money for the last few years. 
Although we probably will dispose of 
additional units, we do not anticipate 
that future write-offs will approach the 
$2.5 million taken in 1977. 

Shopping center units are performing 
well, and our theatre expansion pro¬ 
gram continues to emphasize first-run, 
multiple-auditorium units. In the fiscal 
year ending October 31,1978, we ex¬ 
pect to open 75 to 80 new theatres. 
Capital expenditures totalled $11.0 mil¬ 
lion in 1977, and they will be about $8.0 
million in 1978, almost entirely for new 
theatres. Properly maintained theatre 
equipment has a long life and requires 
that only a minimal amount of its depre¬ 
ciation be reinvested annually, so that 
the balance is available for theatre ex¬ 
pansion and other corporate purposes. 

Refreshment sales of $36.3 million in our 
indoor theatres were up 29% over the 
prior year. This is a very healthy and 
important segment of our business. We 
are pleased to report that our promo- 
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tionai activities have enhanced these 
results significantly. We expect further 
increases in refreshment revenues and 
profits in 1978. 

Several demographic and industry trends 
continue to have an impact on movie 
exhibition in general and on General 
Cinema’s Theatre Division in particular. 

In anticipation of the growth of the sub¬ 
urbs General Cinema built the first shop¬ 
ping center theatre in the United States in 
1951. Since that time we have concen¬ 
trated our expansion activity in regional 
shopping malls which have supplanted 
Main Street and downtown areas as the 
centers of retail activity. As the shop¬ 
ping center theatres brought sophisti¬ 
cated first-run movies out to where 
the people live, they gradually tended 
to make the drive-in theatres obsolete 
as family entertainment centers. Conse¬ 
quently, General Cinema has all but 
completely phased out its drive-in activi¬ 
ties. Today, about 80% of General 
Cinema’s theatres are located in or near 
regional shopping centers and are less 
than ten years old. 

During the last few years the theatre 
industry has become more dependent 
upon the commercial success of a few 
major pictures. This situation, coupled 
with the less-than-adequate supply of 
major films available for exhibition, has 
meant that the price of all films has in¬ 
creased, and that exhibitors frequently 
have had to make substantial minimum 
film rental guarantees in order to obtain 
the right to exhibit a film. As a result, 
there have evolved two levels of exhibi¬ 
tion; the first-run level in which admis¬ 
sion prices are higher than ever as ex¬ 
hibitors raise prices in order to reduce 
the risk associated with minimum film 
rental guarantees; and the sub-run level 
which attracts customers who are willing 
to wait a couple of months to see import- 
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ant pictures at bargain rates. General 
Cinema has elected to participate pri¬ 
marily in the first-run arena which is 
typified by much higher film costs. Con¬ 
sequently, operating margins, as a per¬ 
centage of sales, have been adversely 
affected. We have consciously chosen 
this course which maximizes revenues, 
attendance and operating profits, al¬ 
though margins are reduced. 

As a first-run exhibitor, we find that the 
length of time we play each feature 
attraction has increased, and we no 
longer need the large auditoriums re¬ 
quired in the past. In response to this 
change, we were instrumental in devel¬ 
oping the multi-screen location so as to 
provide our customers with a choice of 
several pictures to see even though a 
popular film might be held over for many 
weeks. 

In April of 1977, the Justice Department 
issued a statement that product splitting 
will be considered to be a perse viola¬ 
tion of the anti-trust laws. Product split¬ 
ting is a process whereby exhibitors in a 
given market meet and determine, with 
the consent and approval of the film 
distributor, which theatres will negotiate 
for specific pictures, based upon the 
terms and conditions established by the 



Interior of South Shore 
Plaza Cinema I, II, 

III & IV, Braintree, 
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distributor. This practice has been a tra¬ 
dition in the industry since the Para¬ 
mount Consent Decree of 1946, and had 
been countenanced, and in some in¬ 
stances encouraged, by the Justice De¬ 
partment or the courts for a period of 
thirty years. We expect that the Justice 
Department's stance will be challenged 
in the courts. In the meantime, however, 
the Justice Department's position has 
created uncertainty in the industry and 
conceivably will add somewhat to film 
costs. We want to make it perfectly clear, 
however, that General Cinema is able 
to compete effectively in this new envir¬ 
onment. 

Our record of increases in revenues and 
operating profits in sixteen out of the last 
seventeen years demonstrates the The¬ 
atre Division’s ability to successfully 
adapt to changing conditions. 

In summary, we believe that the theatre 
industry is currently very healthy and is 
once again being nurtured by good prod¬ 
uct. Movie going is a habit, and once 
established has momentum. The signifi¬ 
cant increase in attendance which we 
saw last year is being followed by rec¬ 
ord breaking results so far in our first 
quarter. The pictures released this past 
fall, which were betterthan usual, and 
the current success of pictures released 
at Christmas, particularly “CLOSE 
ENCOUNTERS OF THE THIRD KIND,” 
reinforce our optimism as we move fur¬ 
ther into the current fiscal year. Although 
we are unable to predict the popularity 
of pictures not yet released, we believe 
that there will be a reasonable supply of 
good film product for the balance of the 
year. This, coupled with a contribution 
from the 75-80 new theatres we will be 
opening this year, and the elimination of 
the losing units closed in 1977, leads us 
to believe General Cinema’s Theatre 
Division should have another good year 
in fiscal 1978. 
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Television arsd Other Activates 



iass^'esides its two principal busi¬ 
nesses, General Cinema is involved in 
several other areas either directly or 
through investments which are discussed 
below. 

Coral Television (WCiX-TV, Channel 6 in 
Miami) whose operations have been 
consolidated since February, 1976, made 
an important full year contribution to 
General Cinema’s operating results. 
Gross revenues advanced 13.8% over the 
previous year's ievel, as the station 
continued to increase its share of the 
growing Miami television advertising 
market. Local sales were strong through¬ 
out the year and although national sales 
experienced some weakness during 
the summer months they recovered dur¬ 
ing late September and October. Pro¬ 
gramming costs continue to rise, but the 
station has been able to offset most of its 
increased costs through operating 
efficiencies and rate increases. For the 
year, Coral TV’s operating income ad¬ 
vanced 23.3%. We are optimistic that the 
current trend will continue through 
fiscal 1978 and beyond. 

GCC Communications of Chicago, Inc., 

owns and operates two FM stations and 
holds notes receivable aggregating $5.4 
million received in connection with the 
sale of three previously owned FM sta¬ 
tions. General Cinema has an investment 
of $6.3 million in this company, including 
preferred stock convertible into 80% 
of the common equity. 

During the year, WIFI-FM (Philadelphia) 
increased its operating profit substan¬ 
tially, while WEFM-FM (Chicago) was 
able to reduce its operating losses some¬ 
what. Interest on the notes receivable, 
however, more than offset the modest 
combined net operating loss of the two 
stations. 
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Regarding WEFM, the lengthy legal pro¬ 
ceedings which delayed the change in 
the station’s format to contemporary 
music were recently settled, subject to 
FCC approval. We are hopeful that the 
FCC will reaffirm its original grant of the 
license enabling the format to change 
shortly, and that in the future, while serv¬ 
ing the community’s needs, the station 
will be able to generate operating profits. 
As previously stated we intend to retain 
our interest in the Philadelphia and Chi¬ 
cago stations and would consider ex¬ 
panding our holdings on a case-by-case 
basis as attractive situations become 
available. On January 3,1978, we entered 
into an agreement to acquire a 75% 
interest in WTTK-FM and WACQ-AM 
(Boston), subject to FCC approval. 

GCC Films, Inc., a wholly-owned sub¬ 
sidiary, was formed a year ago to partici¬ 
pate in the financing of feature motion 
pictures to be made by independent pro¬ 
ducers. In order to facilitate this activity, 
we entered into a joint venture, Associ¬ 
ated General Films (AGF), with a British 
partner. During the year six films financed 
by AGF were released and another was 
produced for release during the summer 
of 1978. Outside of AGF, we participated 
in the financing of one additional film 
which has been completed and is sched¬ 
uled for release in the spring of 1978. 

The results of the pictures released to 
date have been disappointing, and dur¬ 
ing the year General Cinema reported 
operating losses, including financing 
charges which were expensed as in¬ 
curred. Because of the requirements of 
film production accounting, operating 
losses must be anticipated and recog¬ 
nized immediately, while potential profits 
are deferred. 
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Dividend Policy 


As previously announced, General 
Cinema decided to sell its interest in 
AGF. Our partner purchased our interest 
in five films and we acquired theirinter- 
est in one—"CROSS OF IRON." We have 
retained a partial interest in the sixth 
AGF film, "CAPRICORN ONE," a com¬ 
pleted, but unreleased motion picture 
which is expected to be commercially 
successful. As a result of these trans¬ 
actions, a substantial portion of the 
losses previously reported during fiscal 
1977 were reversed. For the year, the 
pretax allowance for film investment 
losses was $1.4 million, and after income 
lax and investment tax credits this loss 
was reduced to $332,000. 

We believe that our film financing activity 
has made substantial progress. Our 
former AGF partner is continuing to pro¬ 
duce major pictures which will add to 
the supply of product available for theat¬ 
rical exhibition. In addition, we have 
increased our knowledge and capability 
of participating in the financing of inde¬ 
pendently produced films We will con¬ 
tinue to do so prudently with the expecta¬ 
tion of augmenting the industry's film 
supply and of earning a profit, but at the 
same time minimizing General Cinema's 
financial exposure through preselling 
certain network TV and foreign exhibi¬ 
tion rights. Several projects are currently 
in preproduction and will be available 
for release later this year or in 1979. 

Aiperts Furniture Warehouse Show¬ 
rooms Inc., in which General Cinema has 
a net investment of $2.3 million, made 
some progress during the year. Sales 
volume increased by 31.2%, augmented 
by the addition of a satellite store in 
Cleveland which opened in November, 
1976. Aiperts earned a small operating 
profit, before deducting preopening ex¬ 
penses associated with the opening of 
the satellite store. 


iior many years it has been 
General Cinema’s policy to share its 
gains in earnings with Shareholders in 
the form of increased cash dividends. 
Dividends have been increased in 11 out 
of the last 13 years. Last year the Board 
formalized this policy by publishing the 
following statement in the Annual Report. 


“Although it is recognized that 
General Cinema’s earnings may not 
increase every year, it will be the 
general policy of the Board to in¬ 
crease the Company’s cash dividend 
in an orderly fashion as long as the 
prospects for the Company and the 
economy in general are favorabie at 
the time such action is proposed. 

It is also the objective of the Board 
to increase the annualized payout 
ratio (the indicated annual dividend 
rate, divided by the current year’s 
earnings) over the next few years to 
a 25-30% range. In light of the fore¬ 
going, each dividend increase 
should not be looked at by itself but 
as part of an overall dividend policy.” 


During fiscal 1977, the first year under 
this policy, the Company increased its 
quarterly dividend payout from $.17 to 
$.22 per share, a 29% increase. 

In December, 1977, the Company initi¬ 
ated an Automatic Dividend Reinvest¬ 
ment and Cash Stock Purchase Plan. 

The Plan provides owners of our com¬ 
mon stock with a simple and convenient 
way to purchase additional shares by 
reinvesting their cash dividends and/or 
by the optional investment of additional 
cash amounts. The Company will absorb 
all brokerage and agency fees for stock 
purchased in connection with the Plan. 

Owners of common stock may enroll in 
the plan at any time and participants will 
receive periodic statements listing their 
Plan holdings. 


Dividends Per Share 


973 1974 1975 1976 1977 
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Financial Review 


^IsEeneral Cinema’s operating 
results improved significantly during the 
fiscal year ended October 31,1977. 
Consolidated net earnings advanced 
18.6% to $20,230,000. from $17,055,000 
in the prior year on total revenues of 
$465,066,000, which increased 27.3% 
over the $365,315,000 reported for 1976. 
Net earnings per share were $3.64, up 
19.7% over the previous year's $3.04. 
Operating earnings before corporate 
expenses and taxes advanced 22.8% 
although operating margins declined to 
10.0% from 10.4% in the prior year, due 
primarily to write-offs associated with 
the disposition of a number of older, 
non-shopping center theatres. The com¬ 
bined state and Federal effective income 
tax rate was 44.8%, slightly lower than 
last year due to increased investment tax 


credits. Return on average shareholder 
equity increased to 19.1 % from 18.4% 
during fiscal 1976. 

In fiscal 1977, General Cinema con¬ 
tinued to strengthen its financial posi¬ 
tion. Shareholders’ equity increased by 
$13.0 million to $112.4 million. On June 
29,1377, the Company entered into an 
agreement to borrow $40 million of 
15-year 8% % Senior Notes from institu¬ 
tional lenders. The purpose of this 
financing was to obtain long-term funds 
at an attractive rate, primarily for exter¬ 
nal expansion. The initial proceeds of 
$12.5 million, received last June, were 
applied towards the purchase of the 
Pepsi-Cola Bottling Company of Wash¬ 
ington, D.C., Inc. In December, the Com¬ 
pany received an additional $7.5 million 
with the remaining $20 million to be 
received later in the current fiscal year. 


Capitalization Capital Outlays 
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As a result of this financing and the 
internally generated cash flow, the Com¬ 
pany had a strong cash position for most 
of the year, and consequently borrowed 
very little under its bank lines. Total 
long-term debt increased to $93.5 million 
at October 31,1977. Consequently, the 
debt to equity ratio increased to .83 to 1 
from .65 to 1 last year. However, during 
the year General Cinema purchased two 
beverage companies for $19.5 million, 
and assumed $4.2 million in long-term 
debt, and also increased its cash posi¬ 
tion by $12.5 million. 

Net interest costs were $6.0 million, up 
19.2% from the prior year as a result of 
increased interest rates and a higher 
level of borrowings. Pretax interest cov¬ 
erage was 10.1 times, about the same as 
last year. The total fixed charge cover¬ 
age (including minimum lease payments) 


Revenues 


was 2.72 times—about the same as last 
year due to the increase in leased prop¬ 
erties, principally new shopping center 
theatres. 

Financial Accounting Standards Board 
Statement No. 13 requires that certain 
long-term leases entered into after 
December 31,1976, be capitalized and 
that similar leases entered into in prior 
years be footnoted, stating the capi¬ 
talized value and the impact, if any, on 
the earnings statement. As discussed 
more fully in “Footnote 11—Leases,” the 
present value of these capital leases, 
as defined in FASB 13, is approximately 
$34.1 million, and the effect of capitalizing 
them would have reduced net earnings 
modestly. 

The Company can and does operate for 
much of the year with little or no working 
capital ana still takes advantage of every 

Book Va!ue/Per Share 


cash discount. This capability reflects 
the nature of our two businesses, par¬ 
ticularly the Theatre Division. Movie 
exhibition is a cash business with no 
accounts receivable and only modest 
refreshment inventories. Soft drink sales 
are primarily for cash or 30-day accounts 
with major chain stores, and inventories 
of raw materials and finished product 
turn over rapidly. As a result, the Theatre 
and Beverage Divisions need little or no 
additional working capital to sustain 
their internal growth. 

Franchises, trademarks and goodwill 
increased $7.0 million to $43.1 million at 
October 31,1977, as a result of the two 
soft drink franchise acquisitions. These 
intangible assets, consisting primarily of 
soft drink franchises, are stated at a 
fraction of their current market value, as 
compared to recently reported sales 
of beverage franchises by oihers. 

Per Share Earnings* 
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Management’s Analysis 
of Operations 


As discussed elsewhere in this report, 
we have sold our interest in Associated 
General Films. As a result, a substantial 
portion of the charges against earnings 
reported during the year were reversed. 
Our investment in film financing joint 
ventures is accounted for on the equity 
method and the allowance for film invest¬ 
ment losses consists primarily of ex¬ 
pensed interest and a write-down of one 
of our remaining film investments. 

General Cinema acquired, on December 
31,1976, warrants to purchase 225,000 
shares of the Company’s common stock 
at $14.67 per share for an aggregate con¬ 
sideration of about $3.7 million. Based 
upon the December 31,1977, closing 
price on the New York Stock Exchange 
of 30% per share, this transaction 
reduced the number of common share 
equivalents by approximately 118,000 


Return on Average 
Shareholders Equity 


1973 1974 ! 1975 i 1976 1977 



shares. Importantly, it also removed the 
potential dilution of 225,000 shares (4%) 
if the warrants had been exercised prior 
to their expiration. 

For the last seventeen years, as a public 
company, General Cinema has demon¬ 
strated its ability to expand its revenues, 
earnings and earnings per share at an 
above-average growth rate. Over the last 
five years, revenues have expanded at 
an annual compound growth rate of 
13.7%; earnings at 17.9%; and most 
importantly, earnings per share at 
18.1%. During the same five-year period, 
General Cinema’s return on average 
shareholder equity was 17.2%. During 
liscal 1977, the Company exceeded all of 
these rates, and we approach fiscal 1978 
and the years ahead with confidence. 
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<H>he information included in the 
Teri-Year Comparison of Financial High¬ 
lights on pages 20 and 21 of this report 
indicates the growth of the Company 
over the last ten years. Certain matters 
that influenced operations for the last 
two years are discussed below, 

CONSOLIDATED 

Gross revenues increased $99,751,000 or 
27.3% in fiscal 1977 and $6,868,000 
or 1.9% in fiscal 1976. The revenue 
increase in fiscal 1977 was due primarily 
to the increased volume of business in 
the Beverage and Theatre Divisions and 
the acquisition of two franchise bottling 
companies during the year. The revenue 
increase in fiscal 1976 was due to vol¬ 
ume increases in the Company's Bever¬ 
age Division and the consolidation of 
the operating results of Coral Television 
for nine months of the year, which more 
than offset a decline in Theatre Division 
revenues. Consolidated costs and 
expenses increased $91,118,000 or 
27.8% in fiscal 1977 because of the 
higher volume or business and inflation¬ 
ary trends and $4,716,000, or 1.5% in 
fiscal 1976, primarily because of in¬ 
creases in Beverage Division volume. 
Income taxes, state and Federal, in¬ 
creased $2,102,000 or 14.7% in fiscal 
1977 and $886,000 or 6.6% in fiscal 
1976, as a result of a higher level of 
income subject to state and Federal 
income tax in both years. Net earnings 
increased $3,175,000 or 18.6% in fiscal 
1977 because of the increased volume of 
business, the improved profitability of 
the Beverage Division and a lower tax 
rate, due primarily to a higher level of 
investment tax credits. The increase in 
net income of $2,186,000 or 14.7% in 
fiscal 1976 was due to increased volume 
and improved profitability in the Bever¬ 
age Division, which more than offset a 
decline in Theatre Division profitability, 


as well as a reduction in corporate 
expenses, the consolidation of Coral 
Television and a lower tax rate. 

BEVERAGE DIVISION 
Beverage Division revenues increased 
$51,480,000 or 27.2% in fiscal 1977, due 
to increased case sales volume, the 
acquisition of two franchise bottling com¬ 
panies whose results were consolidated 
during the year and slightly higher 
selling prices. Revenues increased 
$10,494,000 or 5.9% in 1976, due to an 
increase in case volume, partly offset by 
a decline in the average per case selling 
price. Operating income increased 
$7,357,000 or 32.6% in fiscal 1977 as a 
result of the increased volume, operating 
efficiencies that improved the profitabil¬ 
ity of sales, and the consolidation of the 
results of the two acquired companies 
for part of the year. Operating income 
increased $5,221,000 or 30.1 % in 1976 as 
a result of lower ingredient costs, pri¬ 
marily sugar, and substantially improved 
operating efficiencies associated with the 
increased volume. 

THEATRE DIVISION 
Theatre Division revenues increased 
$45,366,000 or 26.9% in fiscal 1977 and 
decreased $11,615,000 or 6.5% in fiscal 
1976. The increase in 1977 was due to a 
significant increase in attendance 
caused by an increase in the number of 
popular films, the addition of new thea¬ 
tres and a small increase in average 
admission prices. Revenues decreased 
in 1976 because of a significant reduc¬ 
tion in attendance due to a lack of popu¬ 
lar films. Operating income increased 
$926,000 or 6.9% in fiscal 1977 primarily 
as a result of the increased volume and 
would have increased more except for a 
write-off of $2,511,000 associated with 
the disposition of older, non-shopping 
center theatres that were operating at a 
loss. Operating earnings decreased 
$5,014,000 or 27.2% in 1976 because of 
the lower level of volume and increased 
fixed costs attributable to a larger num¬ 
ber of theatre units. 


TELEVISION & OTHER 
Television and Other revenues increased 
$2,905,000 or 36.4% in fiscal 1977 as a 
result of an increase in Coral Television 
revenues and an increase in the num¬ 
ber of properties leased to others. 
Operating earnings increased $350,000 
or 18.0% due to an increase in Corai 
Television’s operating earnings and in¬ 
creased property rentals, which was 
partly offset by net write-offs of $920,000 
associated with the disposition of prop¬ 
erties. Prior to the second quarter of 
fiscal 1976, Television operating results 
were not consolidated. Other activities, 
primarily real estate leases, were in¬ 
cluded in the 1975 Theatre Division 
operating results. 

CORPORATE 

Net interest expense increased $961,000 
or 19.2% in fiscal 1977 because of a 
higher level of borrowing and higher 
short-term interest rates. The decrease 
in interest expense of $693,000 for 1976 
was attributable to a lower level of bor¬ 
rowing. Administrative and Other ex¬ 
penses increased $484,000 or 31.7% in 
fiscal 1977 because of the expanded 
level of business activity and general 
inflationary trends. Administrative and 
Other expenses decreased $227,000 or 
12.9% in fiscal 1976 because of a reduc¬ 
tion of $500,000 in the allowance for 
the investment loss associated with 
Alperts Furniture Warehouse Show¬ 
rooms, partially offset by inflationary 
trends. Product Research and Develop¬ 
ment expenses and Allowance for Film 
Investment Losses were incurred as a 
result of activities initially undertaken by 
the Company during 1977, 
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Ten-Year Summary 

General Cirtfetta Corporation 
and Subsidiaries 

Dollar amounts in thousands except Per Share Data ) 

Years ended October 31, 

Revenues 

1977 

1976 






Theatre Division . 

213,757 

168,391 


Television and Other. 

10,894 

7,989 


Total . 

Costs & Expenses 

465,066 

365,315 


Beveraqe Division. 

210,502 

166,379 


Theatre Division . 

199,411 

154,971 


Television and Other. 

8,599 

6,044 


Total . 

Operating Earnings 

418,512 

327,394 


Beverage Division. 

29,913 

22,556 


Theatre Division . 

14,346 

13,420 


Television and Other. 

2,295 

1,945 


Total . 

Corporate Expenses 

46,554 

37,921 


Interest . 

5,964 

5,003 


Administrative and Other. 

2,012 

1,528 


Product Research and Development. 

536 

— 


Allowance for Film Investment Losses. 

1,375 

~ . _ 


Earnings Before Taxes. 

36,667 

31,390 


Income Taxes. 

16,437 

14,335 


Earnings Before Extraordinary Items. 

20,230 

17,055 


Net Earnings. 

$ 20,230 

3 17,055 


Depreciation and Amortization. 

Capital Expenditures (Excluding 

$ 17,265 

$ 14,776 


New Theatres and Acquisitions). 

24,271 

14,682 


Total Assets . 

258,372 

201,611 


Total Long-Term Debt. 

93,473 

65,014 


Shareholders' Equity. 

112,442 

99,489 


Lona-Term Debt to Shareholders’ Equity. 

0.83 to 1 

0.65 to 1 


Number of Shares Outstanding**. 

Per Share Data: 

5,562,719 

5,603,415 

‘Not readily available. 

Farnings Before Extraordinary Items. 

$ 3.64 

3 3.04 

"Weighted average number of shares and 
common share equivalents outstanding 

Net Earnings. 

Dividends Paid . 

.73 

.575 

adjusted to reflect stock splits and stock 

20 

Book Value . 

20.32 

18.02 
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Consolidated Balance Sheets 

(Dollar amounts in thousands) 

October 31, 

1977 

General Cinema Corporation 
and Subsidiaries 



Assets 

Current Assets 



Cash. 

Motes and accounts receivable—Trade, 
less allowance for doubtful accounts 

$ 16,351 


$556 and $428 . 

15,775 


Sundry deposits and receivables. 

8,057 


Inventory. 

14,630 


Other current assets . 

2,516 


Total Current Assets . 

57,329 


Investments and Advances 

Unconsolidated affiliated companies— 



At underlying equity. 

1,162 


Radio stations—At cost. 

6,259 



7,421 


Property, Plant and Equipment—At Cost, 

Net cf accumulated depreciation 



and amortization . 

125,457 


Other Assets. 

Franchises, Trademarks and Goodwill 

25,099 


Principally beverage franchises. 

43,066 



$258,372 

22 

See notes to consolidated financial statements 
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Liabilities 


and Shareholders’ Equity 


October 31, 

1977 

1976 

Current Liabilities 



Long-term liabilities—Due within o ; o#fear. 

$ 5,470 

S 3,600 

Accounts payable . 

33,702 

24,675 

Taxes payable. 

10,087 

4,690 

Total Current Liabilities. 

49,259 

32,965 

Long-Term Liabilities 



Senior debt. 

73,782 

49,352 

Subordinated debt. 

15,070 

15,162 

Other . 

4,621 

_ 


93,473 

65,014 


142,732 

97,979 

Deferred Federal Income Taxes. 

3,198 

. 14,143 

Commitments and Contingencies 



Shareholders’ Equity 



Preferred Stock— SI.00 Par Value 



Authorized and unissued— 1 ,000,000 fppp...... 


- 

Common Stock-Si 00 Par Value 



Authorized—7,500,000 shares 



Issued—5,589,247 shares . 

5,589 

5,589 

Additional Paid-in Capital . 

8,503 

11,845 

Retained Earnings . 

100,306 

84,489 


114,398 

101,923 

Less Common Stock in Treasury— At cost, 



54,339 shares and 67.789 shares. 

1,956 

2,434 


112,442 

99,489 


$258,372 

$201,611 

See notes to consolidated financial statements 
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Consolidated Statements Years ended October 31 

1977 

1976 

of Eamangs 



General Cinema Corporation 



and Subsidiaries 



except for Per Share Data) 



Costs and Expenses 



Film rentals, cost of sales, payroll and other.1 

276,286 

213,677 

Selling, operating and administrat^sta^J^ip.^ 

124,961 

98,941 

Depreciation and amortization . 

17,265 

14,776 


418,512 

327,394 

Operating Earnings. 

46,554 

37,921 

Corporate Expenses 



Interest-Net. 

5,964 

5,003 

Administrative and other. 

2,012 

1,528 

Product research and development. 

536 

— 

Allowance for film investment losses. 

1,375 

— 


9,887 

6,531 

Earnings Before Income Taxes. 

36,667 

31,390 

Income Taxes 



State . 

2,671 

1,975 

Federal. 

13,766 

12,360 


16,437 

14,335 

Net Earnings . 

$ 20,230 

$ 17,055 

Earnings Per Common and Common 



Equivalent Share . 

$3.64 

S3.04 
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Divisional 

Years ended October 31, 

1977 1976 1977 1976 1977 

Statements 



of Earnings 



enera! Cinema Corporation 
and Subsidiaries 





Beverage Division Theatre Division Television 

ollar amounts in thousands) 

Revenues . 

$240,415 $188,935 $213,757 $168,391 $ 10,894 


Costs and Expenses 



payroll and other. 

137,392 109,476 136,221 102,523 2,673 


Selling, operating and 



administrative. 

61,872 47, ifp: 57,758 47.695 5,331 


amortization . 

11,238 9,449 5,432 4,753 595 



210,502 166,379 199,411 154,971 8,599 


Operating Earnings. 

$ 29,913 $ 22,556 $ 14,346 $ 13,420 $ 2,295 

Consolidated 

Years pitted October 31,1977 and 1976 


Statements of 



Sharehoiders’ 



Equity 



sneral Cinema Corporation 
and Subsidiaries 





Common stock A pai!idn al Retained Treasury 



Shares Amount capital earnings Shares 

ollar amounts in thousands) 

Balance—November 1,1975 . . 

5,589,247 $ 5,589 $ 11,880 $ 70,607 72,389 

17,055 


Cash dividends paid— 



i*SjSper share. 

(3,173) 


Shares issued on exercise 
of stock options . 

(35) (4,600) 


Balance—October 31,1976 . ., 

5,589,247 5,589 11,845 84,489 67.789 


Net earnings. 

20,230 


Cash dividends paid — 



$.73 per share. 

(4,038) 


Repurchase of warrants .... 

(3,000) (375) 


Shares issued on exercise 



of stock options . 

(342) (13,450) 


Balance—October 31, 1977 . .. 

5,589,247 $ 5,589 -.I 8,503 3100,306 54,339 

financial statements 
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Consolidated Statements off 
Changes in Financial Position 


26 


General Cinema Corporation 
and Subsidiaries 


(Dollar amount in thousands) 


Analysis of Changes 
in Working Capital 
Increase (Decrease) 


Years ended October 31, 

1977 

Sources of Working Capital 


Net earnings. 

$20,230 

Add. Expenses not requiring an outlay of 


working capital in current period 


Deprecjair'on and amortization. 

17,265 

Amortization of intangible assets. 

472 

Deferred federal income taxes. 

(414) 

Allowance for film investment losses. 

1,052 

Loss on disposition of property, leases 


and equipment . 

3,443 

Other . 

279 


42,327 

Less: Equity in net earnings of unconsolidated 


affiliated companies. 

335 

Working capital provided from operations. 

41,992 

increase in long-term liabilities. 

23,624 

Long-term liabilities assumed in acquisitions. 

4,184 

Net proceeds from disposition of property, 


leases and equipment. 

241 

Net decrease in investments and advances. 

919 

Other items—Net . 

112 


71,072 

Uses of Working Capital 


Purchase of property, plant and equipment—Net 


New locations . 

9,091 

Acquisitions. 

12,929 

Existing locations or facilities. 

24,271 

Purchase of franchises, trademarks and goodwill. . 

7,308 

Decrease in long-term liabilities . 

3,813 

Loans to furniture stores. 

100 

Cash dividends . 

4,038 

Repurchase of warrants. 

3,721 


65,271 

Increase (Decrease) in Working Capital. 

$ 5,801 

Current Assets 


Cash. 

$12,465 

Short-term investments. 

- 

Notes and accounts receivable—Trade. 

4,142 

Sundry deposits and receivables . 

(247) 

Inventory. 

5,468 

Other current asets . 

267 


22,095 

Current Liabilities 


i ong-term liabilities—Due within one year. 

(1,870) 

Accounts payable . 

(9,027) 

Taxes payable . 

(5,397) 


(16,294) 

Increase (Decrease) in Working Capital. 

$ 5,801 

See notes to consolidated financial statements 
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amount of borrowing during the year was SI 6,400,000. 
Interest is at the prime rate increasing in fiscal 1979 by 
'A % and in fiscal 1981 by an additional 'A %. The Com¬ 
pany has agreed to maintain a compensating cash bal¬ 
ance of 10% of the outstanding credit line and 10% of 
borrowings and to pay a commitment fee at an annual 
rate of V2 % of the unused line of credit. 

The Company has an open line of credit in the maximum 
amount of SI 5,000,000 with several banks. The line of 
credit was unused at October 31,1977 and the maximum 
amount of borrowing during the year was SI 2,500,000. 
Interest is at the prime rate The Company has agreed to 
maintain a compensating cash balance of 10% of the 
credit line and 10% of outstanding loans. 

(c) The Company issued warrants for the purchase of 225,000 
shares or its common stock, in-fi£8lD0fcttgn mm tne issu¬ 
ance of the Senior Subordinated Debt in 1969. On 
December 14,1976, the Company repurchased the war¬ 
rants for S2,250,000 and increased the interest rate on the 
then outstanding Senior Subordinated Debt from 6% % to 
914 % The present value of the increased interest, in the 
amount of $965,000, has been included above as Senior 
Subordinated Debt, which is stated net of unamortized 
discount of $695,000 in 1977 and $938,000 in 1976 The 
notes are subordinated to Senior Debt. 

(d) Real estate and equipment carried at $11,035,000 in 1977 
and $3,041,000 in 1976 have been pledged as collateral 
for indebtedness. 

(e) Leaseholds, film inventory and television programming 
rights carried at $6,481,000 in 1977 and $5,584,000 in 

1976 have been pledged as collateral for notes payable. 

(f) The Company has adopted the accounting principles 
established bythe Financial Accounting Standards Board 
Statement No 13 for leases entered into after January 1, 

1977 This change in accounting principle resuiletj in the 
capitalization of certain leases, not material, that would 
nave previously been accounted for as operating leases. 
Capitalized lease obligations consist of the following: 

(1) Two beverage facilities financed through Industrial 
Development Revenue Bonds. The lease payments 
are sufficient to pay the principal and interest on the 
Bonds. Title to the properties transfers to the Com¬ 
pany at the expiration of the leases. 

(ii) A beverage plant lease that includes a bargain pur¬ 
chase option exercisable in 1979. 

(in) Certain leased vending rr(SfB^|:and vehicles 
The future minimum lease payments of the above leases 
and their present value at October 31,1977 is- 


1978 . $1,004 

1979 . 973 

1980 . 981 

1981 . 864 

1982 . 650 

Thereafter. 4,342 


Total minimum lease payments. 8,814 

Amount representing interest, ex§£>ft|taosts 
and unexpended trusteed funds. (3,934) 


Present value at October 31, 1977 . $4,880 


The aggregate maturities of all long-term liabilities and capi¬ 
talized lease obligations are as follows: 1978-35,470,000; 
1979—S7,088,000; 1980—$8,214,000; 1981-57,539,000; 

1982-58,043,000; thereafter-$62,589,000. 

Among other restrictions, certain loan agreements contain 
provisions limiting the issuance of additional debt and guar¬ 
antees, entering into additional leases, the redemption of the 
Company's capital stock and the payment of dividends. At 
October 31,1977, $12,825,000 of consolidated retained earn¬ 
ings were available for the payment of dividends. 

9. Shareholders’ Equity 

Common Stock Options—Eligible employees have been 
granted five-year options under a qualified stock option plan 
(expired on February 28,1974), and ten-year Options under 
the 1976 Stock Option Plan. Options outstanding at October 
31,1977 were granted at prices (not less than 100% of the 
fair market value of the shares on the date of grant) varying 
from SI 0.375 to $23 625 per share 

Changes in the outstanding options are summarized below: 


1977 1976 

Options outstanding—beginning of year 43,900 50,375 

Add- Granted. 50,000 - 

93,900 50,375 

Less- Exercised. 10,950 2,100 

Cancelled. 2,000 4,375 

12,950 6,475 

Options outstanding—end of year .. . . 80,950 43,900 


Outstanding at November 1,1975 were nonqualified stock 
options to purchase 5,000 shares of common stock and they 
have been exercised in 1977 and 1976. 

At October 31, 1977, the aggregate number of shares for 
which options may be granted under the 1976 Stock Option 
Plan was 200,000 shares. The Plan is administered by a 
Committee that has complete discretion in administering the 
Plan including the acceptance of the surrender of exercisable 
options and authorizing of payment in cash or stock to the 
optionee in an amount equal to the appreciation in value of 
the stock covered by the option. The Company has provided 
a charge against income of $159,000 in 1977, representing 
the appreciation in value of the stock issuable under granted 
options. 

There are 280,950 common shares reserved for issuance 
upon the exercise of stock opj||i|B at October 31, 1977. 

Earnings Per Common and Common Equivalent Share- 

Earnings per share is based upon 5,562,719 shares in 1977 
and 5,603,415 shares in 1976, the weighted average number 
of common and common equivalent shares outstanding dur¬ 
ing each year, assuming that proceeds from the exercise of 
warrants and options would be used to purchase common 
stock 

Earnings per share of common and common equivalent share 
assuming full dilution has not been presented because the 
dilutive effect is not material. 
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At October 31, 1977, the banks have loaned $3,500,000 to 
"Approved Film Borrowers” for the production of motion 
pictures. 

Pension Plans—The Company has noncontributory retirement 
plans for certain employees not covered by other plans For 
these pension plans, the charge against income for 1977 and 
1976 was S843.000 and $556,000, respectively The estimated 
liability for past service is approximately $3,587,000 and is 
being funded over periods ranging up to thirty years 
The actuarially computed vested benefits under four plans 
exceed the assets by S951,000 

Incentive Share Plan—The Company has an Incentive Share 
Plan that provides for the granting of awards to employees. 
The Company has provided a charge against income of 
$331,000 in 1977 and $87,000 in 1976 Up to fifty percent of 
an award may be payable in cash rateably over five years, and 
the balance is credited to an Equivalent Share Unit Account 
for the employee’s benefit to be redeemed after three years at 
the rate of 20% per year. 

Licensing Agreement—On October 5,1977, the Company 
entered into a long-term licensing agreement with Sunkist 
Growers, Inc for the marketing of carbonated soft drinks 
under certain Sunkist trademarks. Under the agreement the 
Company commenced a product development and test market 
period on November 1,1977. 

If the product development and test market is deemed unsuc¬ 
cessful the agreement may-tre'tfi%if 5 i^t<ssJ s |S¥'IRp ! fcompany 
Thereafter, the agreement may be terminated by the Company 
at the end of the fifth year and at the end of every other year 
thereafter. 

The agreement provides for minimum royalty payments and 
mass-media advertising based on a predetermined formula 

Franchise Agreements—During 1971, the Federal Trade 
Commission issued complaints against seven major soft- 
drink companies, including three franchisors of the Comp 
and has proposed orders which would prohibit the franchisors 
from attempting to enforce territorial and other restrictions in 
the sale of their products. During 1975, the administrative 
law |udge hearing the case ruled in favor of the major fran¬ 
chisors upholding the exclusivity of marketing areas The 
Federal Trade Commission is appealing this decision. 

Litigation—The Company and its subsidiaries are parties to 
several law suits arising from their operations. Management is 
of the opinion that the outcome of these suits will not have a 
material effect on the Company’s consolidated financial 
position or results of operations, 


12. Comparative Quarterly Financial Information 
(Unaudited) 


(Collar amounts in thousands except for 


First quarter 
1977 S 93,098 

1976 80,525 
Second quarter 

1977 98,048 

1976 86,805 
Third quarter- 

1977 141,426 

1976 106,730 
Fourth quarter 

1977 132,494 

1976 91,255 


S 7,123 
6,160 


10,909 

8,674 


17,322 

14,515 


11,200 

8,572 


per share 


data) 


$2,569 $ .46 

2,317 41 

3,913 70 

3,535 63 

8,336 1.50 

7,074 1 27 

5,412 98 

4,129 .73 


13. Replacement Cost Information (Unaudited) 

In compliance with Securities and Exchange Commission 
regulations, certain unaudited replacement cost data in the 
Company’s Annua! Report on Form 10K (a copy of which is 
available upon request) filed with the SEC contains informa¬ 
tion based on estimates on the current and depreciated 
replacement cost of productive capacity and depreciation 
expense on a replacement cost basis Such information 
eftaW-S-jhfTt on the-fcagcs of estimated replacement cost, 
property, plant and equipment and depreciation expense would 
be significantly greater than on the basis of historical cost. 
Disclosures with respect to inventories and cost of sales are 
not applicable because of the relatively short time span be¬ 
tween purchase and sale of inventory 
Although the cumulative impact of inflation over a number of 
years results in indicated higher costs for replacement of 
existing property, plant and equipment, such costs would be 
partially offset by increased operating efficiency and price 
adjustments Disclosures with respect to replacement cost of 
productive capacity represent, in the Company's view, rea¬ 
sonable approximations of the information required. It is 
important that the data be viewed with caution without 
attempting to simplistically ascribe to it a degree of signifi¬ 
cance which may not be warranted 
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Auditors’ Report 


BOARD OF DIRECTORS AND SHAREHOLDERS 
GENERAL CINEMA CORPORATION 


We have examined the consolidated balance sheets of 
General Cinema Corporation and Subsidiaries as of October 
31,1977 and 1976 arid the related consolidated statements of 
earnings, shareholders' equity and changes in financial posi¬ 
tion for the years then ended. Our examinations were made 
in accordance with generally accepted auditing standards 
and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the consolidated financial statements referred 
to above present fairly the financial position of General 
Cinema Corporation and Subsidiaries at October 31,1977 
and 1976 and the results of their operations and the changes 
in their financial position for the years then ended, in con¬ 
formity with generally accepted accounting principles applied 
on a consistent basis. 

TOUCHE ROSS & CO. 

Certified Public Accountants 
(Successors to the practice 
of J. K. Lasser & Company) 

Boston, Massachusetts 
December 31,1977 
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